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DIRECTORS’ REPORT 
TO SHAREHOLDERS 


Your Directors are pleased to submit the consolidated financial statements for the 
Company’s 110th year ended December 31, 1976, as reported on by the Company’s 
auditors, Touche Ross & Co. 

FINANCIAL 

Sales in 1976 reached $18,489,819 compared to $14,450,321 in the previous year, an 
increase of $4,039,498. Consolidated earnings for the year were $1,325,884 or $2.95 
per share compared to $1,050,954 or $2.34 per share for 1975. During the year 
quarterly dividends of 22%2¢ per share were paid in March, June, September and 
December. Total dividends were 90¢ per share. A dividend of 24¢ per share was 
declared on February 15, 1977, payable March 15, 1977 to shareholders of record on 
February 28, 1977. 

The year ended with current assets of $5,643,201 and current liabilities of $2,453,695. 
Working capital was $3,189,506, an increase over last year of $721,175. 
OPERATIONS 

The strong growth trend, now in its third year, continued through 1976 with a very 
satisfactory increase in sales and earnings. Expansion and improvement in manu- 
facturing facilities and increased production efficiency have contributed to an excep- 
tional year. Sales increased 28% and earnings 26%. Traditionally we have emphasized 
quality and security which has resulted.in public confidence in our services and 
products. We believe this confidence is a major factor in the growth we are now 
experiencing, particularly where it relates to certain of our product lines such as bank 
forms and lottery tickets. 

BANK FORMS 

We have experienced continued increases in our sales of bank forms as a result of our 
marketing programs. The need for strategically located regional plants to provide fast 
and efficient production and distribution of cheques and other monetary documents 
has been recognized by “The B A Bank Note Group’’« . Our plants have been 
staffed with trained personnel and provided with the latest production and testing 
equipment to ensure the highest level of quality products from the point of view of 
appearance and automatic sorting. 

The volume of bank forms is predicted to increase steadily in Canada for several years, 
even though there is much discussion of a “‘less-cheque society’”’ and electronic funds 
transfer systems in the future. 

The Chartered Banks, Trust Companies and Credit Unions require a wide range of 
security forms varying in size, design and encoding specifications, in both single and 
multi-part. Our company has the expertise to produce these documents to meet these 
requirements. 


BRITISH AMERICAN BANK NOTE 
COMPANY LIMITED 


LOTTERIES 


Part of our long range plan has been to achieve a dominant position in the rapidly 
growing lottery ticket market in Canada. When lottery legislation was still in the 
discussion stage ‘“The B A Bank Note Group’t™ was actively engaged in the design of 
secure tickets, development of numbering and packaging systems, and overall consulting 
services related to this market. Our continuing research programs in this field will 
enable us to meet the future needs of authorized licensed Lotteries. 


SECURITY 

After 110 years of operation, security is still the foundation of our business. By main- 
taining a constant vigil over all aspects of our many security programs we can be 
assured we are worthy of the confidence placed in us by our customers. We are 
continuing to examine and investigate ways and means to improve every phase of our 
security systems. 


RESEARCH AND DEVELOPMENT 

Our Company is placing increased emphasis on improving the security features in our 
product lines from original document design and special printing processes through to 
packaging and distribution. Included in this active program is the recognized need for 
greater study and understanding of customer requirements for automation. Customized 
secure documents must fit rigid specifications for machine processing. This involves 
new production equipment and process systems that are more complex. 

The resultant increased product and equipment sophistication has necessitated greater 
depth in the technical aspects of our operation. During the past year qualified 
professional engineers have been added to our staff to widen the range of skills of our 
development team. It is in this area our Company must be prepared to meet the 
challenging requirements of our security services business. 


PERSONNEL 
At a meeting of the Board of Directors on November 17, 1976 the following executive 
appointments were made, to take effect January 1, 1977: 


Chairman A. Murray Vaughan 
Vice Chairman R.P. White 
President Kenneth S. Sargent 
Senior Vice President R. Brock Young 
Vice President, Finance Clare V. Vaughan 


Mr. R. Brock Young will retain responsibility for the Marketing organization and Mr. 
Clare V. Vaughan will continue as Corporate Secretary. 

On December 31, 1976 our group of companies employed a total of 480 men and 
women in marketing, manufacturing and administrative operations. 

Our Training programs are being expanded, special attention being given where the 
demonstrated need is greatest because of increased volume and special customer 
requirements. In the future employees in all divisions will be able to participate in 
training programs which will provide an opportunity for self improvement. 
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APPRECIATION 

To the officers and employees of our group of companies we would like to express our 
sincere appreciation for their continued and loyal support. Also we are grateful for the 
confidence of our customers and the co-operation of our suppliers. 


OUTLOOK 
We enter 1977 with optimism and confidence. We have a record backlog of orders and 
further gains in sales and earnings are indicated for the year ahead. 


| a 


Chairman 


VOU LE 


Vice Chairman 


February 15, 1977 
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AUDITORS’ 
REPORT 


The Shareholders 
British American Bank Note Company Limited 


We have examined the consolidated balance sheet of British American Bank 
Note Company Limited as at December 31, 1976 and the consolidated statements of 
earnings and retained earnings and changes in financial position for the year then 
ended. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as we considered 
necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the 
financial position of the Company as at December 31, 1976 and the results of its 
operations and the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles applied on a basis consistent 


with that of the preceding year. 


TOUCHE ROSS & CO. 


Chartered Accountants 


Ottawa, Ontario, February 7, 1977 


CONSOLIDATED BALANCE SHEET 
AS AT DECEMBER 31, 1976 


ASSETS 


CURRENT 
Cash 
Accounts receivable 
Marketable securities - at market value 


Inventories of raw materials, work in 
process and finished stock 


Prepaid charges 


INVESTMENTS - AT COST 


Marketable securities 
(approximate market value 1975 - $362,000 
(Note 5)) 


Other 


FIXED - AT COST 


Land, building, equipment and other 
Less accumulated depreciation 


Excess of cost of shares of subsidiary 
companies over the book amount of their 
net assets at the dates of acquisition 
(Note 5) 


On behalf of the Board: 


A. MURRAY VAUGHAN, Director 


KENNETH S. SARGENT, Director 


2,090) 302 
212,278 


2,645,519 


195,052 


5,643,201 


339,150 


10,457,406 


5,987,564 


4,469,842 


$10,452,193 
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1975 


475,929 
1,359,286 


2,185,792 


193,423 


4,214,430 


479,427 
338,750 


9,173,095 


5,555,910 


3,617,185 


203,721 
$8,903,513 . 


LIABILITIES 


IAS 
CURRENT 
Bank advances Cr ete a yids) 
Current portion of term bank loans 240,000 
Accounts payable and accrued liabilities 1,190,755 
Income taxes payable 390,532 
Sales taxes payable 284,632 
2,453,695 
Term bank loans - maturing in 1979, 
less $240,000 included in current 
liabilities 408,400 
Deferred income taxes 890,200 
SmAKEROLDERS EQUITY 
Capital stock 
Authorized - 600,000 common shares of no par value 
Issued and fully paid - 450,000 shares 300,000 
Retained earnings 6,399,898 
6,699,898 


$10,452,193 


240,000 
940,094 
301,119 


214,886 


1,746,099 


648,400 
730,000 


300,000 


5,479,014 
* 5,779,014 
$ 8,903,513 
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CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1976 


Sales 
Earnings before the following items 
Interest 
Long-term loans 
Short-term loans 
Other (Note 5) 


Earnings from operations 
Investment income 


Other income 


Provision for income taxes 


Minority interest 


Earnings for the year (per share 
1976 - $2.95; 1975 - $2.34) 
eee eee 


Retained earnings, beginning of year 


Less dividends paid 


Retained earnings, end of year 


SY 


1976 1975 
$18,489,819 $14,450,321 
2,795,550 1,833,424 
88,665 111,246 
12,154 21,950 
352,305 ta 
453,124 133,296 
2,342,426 1,700,128 
82,243 64,658 
47,977 51,398 
2,472,646 1,816,184 
1,158,200 799,600 
(11,438) (34,370) 
1,146,762 765,230 
1,325,884 1,050,954 
5,479,014 —s- 4,833,060 
6,804,898 5,884,014 
405,000 405,000: 
$ 6,399,898  $ 5,479,014. 


CONSOLIDATED STATEMENT OF CHANGES IN: FINANCIAL 
POSITION FOR THE YEAR ENDED DECEMBER 31, 1976 


SOURCE 
From operations 
Net earnings for the year 
Amounts charged against earnings 
not requiring an outlay of funds 
Depreciation 
Deferred income taxes 
Write-off of excess of cost of 
shares of subsidiary companies 
over the book amount of their 
net assets at the dates of 
acquisition 
Loss on marketable securities 


Sale of marketable securities 
Reclassification of marketable 
securities as a current asset 


APPLICATION 
Dividends 
Purchase of fixed assets 
Decrease in minority interest 
Decrease in long-term liability 


Increase in working capital 
Working capital, beginning of year 


Working capital, end of year 


1QEAIG 


$1,325,884 


474,582 
160,200 


253,721 


98,584 


2,312,974 
168,165 


242,278 
2,693,414 


405,000 
1,327,239 


240,000 


1,972,239 


TPA NAS) 


2,468,331 
$3,189,506 
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L975 


$1,050,954 


370,471 
47,800 


1,469,225 


8,500 


1,477,725 


405,000 
791,041 
34,018 


235,000 
1,465,059 


12,666 


2,455,665 
$2,468,331 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1976 


15 


Significant Accounting Policies 
a) The consolidated financial statements include the accounts of British 
American Bank Note Company Limited (incorporated under the Canada 
Corporations Act) and its subsidiaries. 
b) Inventories are valued at the lower of cost (determined on a first-in first-out 
basis) or net realizable value. 
c) Depreciation is provided on the cost of fixed assets using the straight-line 
method over the anticipated useful lives of the assets as follows: 
Building 40 years 
Equipment and other 5 -20 years 
At December 31, 1974, the date of the last actuarial valuation of the Company’s 
pension fund, there was an unfunded past service liability and an experience 
deficiency aggregating $679,248. These obligations will be funded as required by 
the Ontario Pension Benefits Act and charged to operations over the funding 
period. Operations for 1976 have been charged with $137,194 and this amount 
is included in accounts payable on the balance sheet. 
The Company is committed under the terms of lease contracts with various 
expiration dates for the rental of premises and equipment. Annual lease pay- 
ments amount to approximately $309,000, (1975 - $298,000). 


Directors’ and officers’ remuneration 


19°76 TOUS 
Number of directors UBL 11 
Remuneration $ 35,500 $ 36,000 . 
Number of officers i 7 
Remuneration $285,600 $279,700 | 
Number of officers who are directors Ane 3 


BRITISH AMERICAN BANK NOTE 
COMPANY LIMITED 


5. Other expenses shown on the Consolidated Statement of Earnings and Retained 
Earnings are: 

Loss on sales of marketable securites sold 

during the year and write down of marketable 

securities held at December 31, 1976 to market 

value $ 98,584 

Write-off of excess of cost of shares of subsidiary 

companies over the book amount of 

their net assets at the dates of acquisition 253/721) 

$352,305 

6. The Company is subject to the Federal Government’s Anti-Inflation Legislation 


respecting dividends and thereby restricted in its total dividend payments. 
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SALES AND MANUFACTURING DIVISIONS 


OTTAWA - HEAD OFFICE AND PLANT 
975 Gladstone Ave. 


HALIFAX - ATLANTIC BANKNOTE LIMITED 
5238 George St. 


TORONTO - ONTARIO BANKNOTE LTD. 
799 Islington Ave. 


WINNIPEG - W/NN/IPEG BANKNOTE COMPANY LTD. 
100 Irene St. 


CALGARY - ALBERTA SECURITY PRINTING 
105 58th Ave. S.E. 


VANCOUVER - SECURITY PRINTING CORPORATION LTD. 
188 Smithe St. 


SALES @PEICES 


OTTAWA MONTREAL 
975 Gladstone Ave. 3 Place Ville Marie 


TORONTO 
799 Islington Ave. 


PRODUWGTS 


bank notes 

postage stamps 
revenue stamps 

share certificates 
warrants 

bonds and debentures 
lottery tickets 


travellers’ cheques 
money orders 
dividend cheques 
cash bonus coupons 
gift certificates 
promissory notes 
annual reports 


and many other financial documents 


interim reports 
prospectuses 

trust deeds 
personalized cheques 
order forms 
statements of fact 
proxies 
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